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RECENT CASE NOTES 187 

Corporations — Nullity of a Contract Made by a Corporation which has 
Forfeited its Charter. — The defendant corporation, during the period of forfei- 
ture of its charter under a statute (Calif. Sts., 1917, ch. 215, sees. 3, 9, 11) con- 
tracted with the plaintiff for his services. After the revival of its charter, the 
defendant refused to permit the plaintiff to begin performance. The plaintiff 
sued for damages. Held, that the plaintiff could not recover, since the contract 
was void. Van Landingham v. United Tuna Packers (1922, Calif.) 208 Pac. 973. 

According to the better reasoned opinions, a corporation, upon forfeiture of 
its charter, comes under a disability to receive rights, privileges, or beneficial 
powers, but not their opposites, and is liable to suit and judgment. Comstock 
v. J. R. Droney Lumber Co. (1911) 69 W. Va. 100, 71 S. E. 255. In the instant 
case the corporation was under a disability to contract and, because of the 
penalty imposed by the statute, a duty not to contract. "Defunct" corporations 
still owe duties to use care and not to convert the property of others. Miller's 
Adm'x. v. Newburg Coal Co. (1888) 31 W. Va. 836, 8 S. E. 600; Dutton Hotel 
Co. v. Fitzpatrick (1920) 69 Colo. 229, 193 Pac. 549. Clearly the object of a suit 
for the breach of those duties is to reach the corporate funds. But, properly 
considered, a corporation's legal relations in regard to its funds are merely 
those of the persons of whom it consists. Hohfeld, Nature of Stockholders' 
Individual Liability for Corporation Debts (1909) 9 Col. L. Rev. 285, 290. 
Hence there seems to be no valid reason why they should escape liability merely 
because the contract was in form that of a defunct corporation. Plainly, how- 
ever, the stockholders cannot be held as a de facto corporation merely because 
they continue to do business after forfeiture, although conceivably, appropriate 
action taken under a reviving statute might have that effect. Bird v. Gay (1910) 
162 Mich. 612, 127 N. W. 814. On the entity theory, the corporation is dead 
and cannot be sued ; neither can a non-existent corporation be estopped to deny 
its existence. But where the directors of an ostensible corporation are sued 
personally they are estopped to deny their directorship. Council v. Brown (1921) 
151 Ga. 564, 107 S. E. 867; see (1919) 28 Yale Law Journal, 604. If the 
stockholders actually authorize the officers or directors to continue to do busi- 
ness as though a corporation still exists a similar estoppel might well be raised 
against them. The more difficult question of apparent authority arises where 
business is carried on after forfeiture without the stockholders' express sanction. 
Some cases indicate that the stockholders or directors could then he held as 
partners. Cf. Sanders & Walker v. Herndon (1908) 128 Ky. 437, 108 S. W. 908; 
Central Nat. Bank v. Sheldon (1915) 96 Kan. 492, 152 Pac. 765. In any event 
the contracting agent could be held for breach of warranty of authority. See 
Comments (1917) 27 Yale Law Journal, 248. The instant decision, however, 
rests squarely upon the language of the statute. Newhall v. Western Zinc Mining 
Co. (1912) 164 Calif. 38a, 128 Pac. 1040. The injustice caused could be prevented 
by the enactment of a law providing that corporations, defunct by forfeiture of 
charter, may acquire duties but not rights ; liabilities but not powers. 

Corporations — Libel and Slander — Right of the Corporation to Maintain 
an Action for Libel. — The defendant published a poster defaming the editor 
of the plaintiff newspaper, a corporation: The editor was charged with hypoc- 
risy, drunkenness, and moral turpitude. The corporation brought an action 
for libel. Held, (two judges dissenting) that the corporation could not recover. 
Adirondack Record v. Lawrence (1922, N. Y.) 202 App. Div. 251. 

A corporation may sue for a libel which reflects on the management of its 
business or property and which necessarily affects its credit and directly occasions 
pecuniary injury. Such a libel is actionable per se. Puget Sound Nov. Co. v. 
Carter (1916, D. Wash.) 233 Fed. 832; Reporters' Ass'n. v. Sun (1906) 186 N. Y. 
437. 79 N. E. 710; Coal Land Development Co. v. Chidester (1920) 86 W. Va. 



